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From 1960 to 2005, coal use grew more or less steadily by 18 million  tons per year. It then
tread water for a few years and began a steep decline in 2008, going from half of U.S.
electricity to about one-fifth today.  What happened in the middle of the Bush
Administration to halt growth? And what sparked the ensuing plunge in coal use starting
with Obama’s presidency?

The decline probably wasn’t due to environmental regulation. The passage of the 1970
Clean Air Act and its major 1990 Amendments don’t show up at all in a graph of coal use. In
fact, there was a surge in construction of new coal plants after 1970 due to high electricity
demand. Coal began to really plunge in 2012, three years before Obama’s Clean Power Plan
was issued. Regulation may have made a difference, since coal requires more extensive
pollution controls than competing fuels. But this could only have a contributing factor.

Probably the most obvious cause was fracking. Since around 2008, natural gas use has been
the mirror image of coal use. Gas had long been more expensive and more volatile in price
than coal. But the growth of fracking began in earnest around 2008, and it drove down the
price of gas. Growth in renewable energy, which was likely driven by state energy policies,
took an extra bit out of the market for coal.

Another key factor is often overlooked. In 2010, U.S. electricity use hit a ceiling, and it has
risen only slightly since then. That meant that coal was competing with gas (and
renewables) for customers in a market that was no longer growing, creating a zero-sum
game. The reasons why electricity peaked in developed countries (including the U.S.) aren’t
entirely clear, though the International Energy Agency attributes the change to improved
energy efficiency. Declining population growth and the shift of heavy industry to China
seems like other possible factors.

Taken together, the growth in gas (and secondarily renewables), combined with a stagnant
electricity market, explain why coal use has plummeted.

Politically, what has happened to coal jobs may be more salient. The decline in coal use
explains only part of that change.

U.S. coal employment peaked in 1980, more than twenty years before peak coal. Labor
productivity is much higher for Western coal, which accounts for much of the production.
Employment in the Western part of the industry has stayed fairly steady over the past thirty
years. Employment in the East (basically Appalachia) fell before 2000, ticked up until 2012,
and then resumed falling. The fall since 2012 may be attributable to the fall in coal demand,
but the pre-2000 cause had to be automation, loss of market share to Western coal (which is
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much less labor intensive), or some combination of the two. By 2012 about half of 1980
employment had already been lost, nearly all in Appalachia.

What killed coal as America’s dominant fuel? The main culprits seem to be fracking and
energy efficiency, with an assist from renewable energy. In terms of coal industry jobs,
economic shifts within the industry seem to account for half the decline. For better or
worse, national environmental regulation doesn’t seem to have played the leading role.

 


